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WHAT CONGRESS SHOULD DO TO DEVELOP AN 
AMERICAN MERCANTILE MARINE 1 

ROBERT L. OWEN 
United States Senator from Oklahoma 

THE American merchant marine has apparently been the 
object of much solicitude by the great political parties 
of the United States. The Republican party in its 
national platforms from 1884 to 191 2, every four years, has 
strenuously declared in favor of a revived merchant marine, 
the declaration in 1912 being: "We believe that one of the 
country's most urgent needs is a revived merchant marine. 
There should be American ships and plenty of them to make 
use of the great American oceanic canal now nearing comple- 
tion." The Progressive party favors this policy. The Demo- 
cratic party since 1880 through its national platform has de- 
clared its belief in fostering the growth of a merchant marine 
" which shall develop and strengthen the commercial ties 
which bind us to our sister republics of the South, but without 
imposing additional burdens upon the people and without 
bounties and subsidies from the public treasury." 

Various plans have been proposed : 

First, subsidies. The Republican party never has been able 
to put upon the statute-book effective subsidies because of its 
divided opinion and because of the opposition of the Demo- 
cratic party, which has believed that subsidies would lead to 
public corruption and unjust and indefensible discrimination 
in favor of private interests against the public interest. 

Second, discriminating duties. Congress in 191 3 made a 
provision for discriminating duties, but the Attorney General 
found that it violated our treaty obligations with other nations. 

Third, guaranties by the government of the bonds of private 
corporations. This would be a subsidy and impracticable. 

Fourth, the amendment of our navigation laws. The ship- 

1 Address at the dinner of the Academy of Political Science, November 
12, 1915. 
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ping interests of the country have apparently never been suffi- 
ciently interested to present their views in an adequate and 
proper manner to the committees of Congress, showing the 
amendments of the navigation laws which were essential to the 
upbuilding of the merchant marine. Certainly those who are 
interested in the ocean-carrying service should, if these laws 
are as harmful as is sometimes suggested, present to Congress 
the reasons which would justify a change in these laws. 

Fifth, Congress has, by the ship registry bill, opened the 
American registry to ships built abroad, and in this way quite 
a large number of vessels have been added to the American 
merchant marine, subject to the laws of the United States, and 
have at least added to the statistical respectability of the Amer- 
ican merchant marine. 

Sixth, during the last Congress a bill was presented author- 
izing the United States government to take stock in a corpora- 
tion to be organized under the patronage and control of the 
government of the United States, with a capital of ten millions 
of dollars and the right to use thirty millions of Panama bonds 
to enlarge the enterprise, the government of the United States 
taking the bonds of the corporation in lieu of such advances. 

This latter enterprise has various obvious advantages : 

First, these ships would meet the needs of American foreign 
commerce between the United States, Central and South Amer- 
ica, and the Orient, in which there is no adequate service by 
privately-owned ships. 

Second, these ships would be manned by American seamen 
paid American wages, having the ideals and language of the 
United States, having a patriotic love for the United States 
and its interests. 

Third, such ships would comprise a very important naval 
auxiliary and could serve instantly in case of foreign war as 
colliers, ammunition boats, supply boats, transports, oilers, hos- 
pitals, and repair shops, all necessary in times of war. They 
would be manned by patriotic Americans and not by foreign- 
ers without interest in America and ignorant of the language. 

These boats would be self-supporting and would comprise 
an auxiliary naval merchant marine. They would have an 
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extreme mobility. They could be sent to develop new lines of 
commerce where at present we have no regular mail service, 
no regular freight service, no regular passenger service, and 
consequently no reliable commercial ties. Whenever private 
capital could be attracted to fill a field thus developed, these 
boats could be used to develop a new field. 

We have a right to believe that they would pay well from 
the beginning, because we know that the exports of the United 
States to many of the South American countries have doubled 
in the last year, and that there is an enormous field of com- 
merce, of imports and exports, immediately available whenever 
reliable channels of intercommunication shall have been estab- 
lished. The exports from Europe to South America in 1914 
were $667,000,000. 

The representatives of the South American countries, at the 
Pan-American financial conference held in Washington last 
May — eighteen American nations participating — declared their 
eagerness to co-operate with the United States in improving 
the trade and commercial relations between the United States 
and the Central and South American nations. There is no 
doubt that these countries will extend every possible facility 
in the forms of docks, terminals, and favoring laws. 

Until the passage of the federal reserve act, American pro- 
ducers and shippers had no adequate banking facilities in 
Brazil, Argentina, or other South and Central American 
nations; no adequate credit facilities, and no adequate Amer- 
ican business representatives. But under the federal reserve 
act a number of American banks have already been established 
in South America and many more are in contemplation. 
Through these American institutions accurate and reliable in- 
formation as to the credit of purchasers can be obtained; 
credits can be extended, and exchange can be afforded. But 
if American shippers must rely upon the British ship or the 
German ship as a means of competing with British and Ger- 
man goods, American shippers would be absolutely at the 
mercy of those whose sympathies would be against the success 
of the American shipper and altogether in favor of his com- 
petitor, the British or German shipper. 
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I am informed that one of the great banking houses in New 
York made a critical examination of the freight service be- 
tween the United States and South America by way of Europe, 
and ascertained that American goods were delivered from one 
to three weeks behind European goods; that American goods 
were not accorded the same careful treatment given to Euro- 
pean goods destined for southern markets, and that there 
were other discriminations injurious to the American shipper, 
having a strong tendency to make the commercial relationship 
between the shipper from the United States and the buyer in 
South America unsatisfactory. It is obviously of the highest 
importance to the development of the United States, the en- 
larging of its foreign commerce, that we should have stability 
and efficiency of the freight, mail and passenger services be- 
tween the two countries. We must have regular sailings from 
our ports to Central and South American ports. We must 
have prompt and efficient delivery of our exports to those 
countries and our imports from those countries. We must have 
reasonable freight rates. 

Private capital has not been willing to enter this field in 
adequate amount. On March 26, 1914, my distinguished 
friend, Senator Weeks of Massachusetts, submitted to the 
Senate a resolution containing the following preamble : 

Whereas it is desirable to develop and extend commercial relations 
between the "United States and the countries of South America by 
the establishment of direct lines of communication for carrying the 
United States mails, for the transportation of passengers and 
freight, and 

Whereas private capital has not engaged in this service to a suffi- 
cient extent to furnish facilities comparable to those enjoyed by the 
people of other countries having trade relations with other countries ; 

Therefore, It is resolved that the Secretary of the Navy be author- 
ized to prepare a plan for the operation of some of the navy cruisers 
between New York, New Orleans, the City of Valparaiso and Chili 
and intermediate points. 

The bill which my distinguished friend presented to the 
Senate to establish one or more navy mail lines which it 
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authorized the Secretary of the Navy to control, and upon 
which he should fix rates for freight and passenger service, 
was passed through the Senate without division. It was 
amended in the House and came back enlarged, authorizing a 
shipping board to acquire a large tonnage of suitable vessels, 
in addition to the navy vessels, but the original friends of the 
measure vigorously fought against the passage of the Weeks 
bill as amended by the House, and defeated it. 

There are certain objections to the plan of Senator Weeks, 
in my judgment. The boats belonging to the United States 
government and controlled by the Navy Department would 
occupy a relationship which would prevent shippers or persons 
having claims of any kind from getting any redress through 
the ordinary court processes, and would compel them to go to 
the court of claims and be settled with by Act of Congress 
after that court acted. This method is too slow and cumber- 
some to be practical or efficient, and would operate to defeat 
the successful working of the enterprise. The war vessels have 
no adequate freight or passenger capacity, would be too costly, 
and economically unproductive of profit. 

Another serious objection to having the Navy Department 
control these boats attached to the merchant marine is that, in 
case of any complication with foreign governments or the acts 
of belligerents, it might lead to undue national excitement — 
as an attack upon the sovereignty and dignity of the United 
States; whereas if the corporation ship were torpedoed by a 
belligerent nation, under the law of nations it would not be so 
great an offense, but would be a matter adjustable through the 
usual procedure under the international law affecting merchant 
vessels belonging to citizens. 

After the war began the governments of Europe withdrew 
from commercial use almost immediately six millions of gross 
tons of ocean-going merchant vessels. Hundreds of thousands 
of such tonnage have been destroyed in war. This gave op- 
portunity of charging freight rates exceeding the normal by 
hundreds of millions. The excess freight would have pur- 
chased a thousand respectable merchant ships. 

An investigation under Senate resolution of December 18, 
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1914, showed that there was an increase in ocean transporta- 
tion rates that was perfectly enormous — grain from New York 
to Rotterdam increasing 900 per cent; cotton to Rotterdam, 
700 per cent; freight rates from Baltimore to European ports 
on grain 900 per cent, on cotton over 600 per cent, and a very- 
great increase, but not so large, on all shipments from the 
United States to Europe. 

The evidence of this is set forth at great length and in great 
detail in Senate Document 673, Part 2, 63d Congress, 3d ses- 
sion, presented to the Senate January 27, 1915. 

But this was not all. It also appears that it was almost im- 
possible to get adequate accommodation to take abroad Amer- 
ican shipments; that American goods were unable to move; 
that this led to interruption of shipments that could have been 
made and that ought to have been made. Violent traffic con- 
gestion took place in our ports and on our railways. It is per- 
fectly obvious now that American commerce is subject to the 
exactions of British ships; that American commerce and the 
American people are paying from 100 per cent to 1,600 per 
cent increase on freight rates which were previously too high. 

The public press announces that in future, by order of the 
British Council, all ships flying the British flag must operate 
under a license determining their sea-going routes. An order 
in council could divert these boats from American shores and 
paralyze the foreign commerce of the United States. 

The boats of the Pacific Mail Steamship Company, I am 
informed, were sold and transferred to the Atlantic. The 
suggestion has been made that these boats were sold because 
of the Seamen's Act — an act which was intended to promote 
safety at sea by having an adequate number of life-boats and 
rafts, which was intended to abolish arrest and imprisonment 
as a penalty for desertion, and to promote the welfare of Amer- 
ican seamen by improving the conditions under which they 
lived. It has been said that the Pacific Mail boats were sold 
because they could not afford to raise the wages, from six dol- 
lars to eight dollars a month for coolies, to a living wage for 
an American. The living wage for an American, I believe — 
taking the American soldier as an example — is his board, 
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lodging and clothes, and $13 a month. It is not excessively 
generous for a man who faces the fury of the sea. 

This theory of the sale of the Pacific Mail ships has been 
demonstrated to be untrue, but is repeated over and over again 
in a propaganda against any government-controlled merchant 
marine on the pretense that the government would lose money 
in the enterprise. There need be no fear whatever of this 
result. 

The Seamen's Bill has had an interesting history. Under 
the Taft administration the Seamen's Bill, H. R. 23,673, passed 
the House of Representatives August 3, 1912, with no record 
vote. No man in Congress, in the House, sufficiently desired 
to express his opposition to this measure to ask that a vote be 
recorded upon it. It passed the United States Senate March 
2, 19 1 3, without a record vote, was presented to President Taft 
March 4, 191 3, and was smothered by Mr. Taft by a pocket 
veto. Under the Wilson administration the Seamen's Bill, 
Senate 136, passed the Senate October 23, 19 13, without a 
record vote; passed the House of Representatives August 27, 
1914, without a record vote; the conference report was agreed 
to by the Senate February 27, 191 5, without a record vote, and 
the conference report was agreed to in the House of Repre- 
sentatives February 25, 191 5, without a record vote. 

And yet this bill, upon which statesmen of neither party 
wished a record vote, is now charged with being fatally de- 
structive to the American merchant marine. But no man seems 
to be willing to specify with precision how this bill could kill 
the American merchant marine. 

I have heard it said that the ships of other nations could 
employ coolies at six dollars a month and conduct their ships 
more economically than with American seamen. If this be 
fatal to the employment of Americans on board an American 
merchant marine; if we must have an American merchant 
marine manned by coolies at six dollars a month, who cannot 
understand the English language, and whose ignorance of the 
English language caused the destruction of the passengers on 
the Rio de Janeiro in the Golden Gate at San Francisco, 
within a quarter of a mile of shore, the future of the Amer- 
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ican merchant marine is not promising. An American mer- 
chant marine manned by foreigners not understanding the 
English language, and having no sympathy with American 
ideals, and having no patriotic zeal in upholding the honor 
and safety of the United States, is not, after all, very much 
of an American merchant marine. It becomes a hyphen- 
ated American merchant marine. It is a foreign-American 
merchant marine. I believe that America would like to see an 
American merchant marine manned by decently paid, self- 
respecting patriotic Americans. I do not believe it will re- 
quire 900 per cent increase or any increase in freight rates to 
sustain this standard. 

The first value of an American merchant marine under the 
control of the government is the establishment of a decent 
freight rate and service between the United States and South 
America, between the United States and the Orient, and the 
establishment of a standard of what would be a fair freight 
rate on the ocean. We have no legal right to complain when 
private corporations, unrestrained by the interstate commerce 
commission or any other governmental power, take advantage 
of the needs of the American people in times of war and of the 
needs of the European people in times of war, and selfishly 
raise the freight rates 100 per cent, 200 per cent, 500 per cent, 
900 per cent. Why should we complain ? They are exercising 
their lawful rights. 

Why should we complain if the Pacific Mail, to get these 
high freight rates, should transfer these boats to the Atlantic 
to reap a richer harvest? It is true that Americans who have 
relied upon the established freight lines to the Orient, and 
have built up business on the belief that these lines would 
have stability, are heartbroken by the sudden cessation of 
freight lines to the Orient. But there is no law violated by 
the Pacific Mail Steamship Company. There ought to be a 
law forbidding the breaking-up of American-established ocean 
freight lines without reasonable notice to the commercial world, 
but at all events the people of the United States can remedy 
this matter by a naval auxiliary merchant marine to supply the 
shippers on the Pacific with a marine service to care for their 
exports and their imports. Let it be done, and quickly. 
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The House committee on merchant marine and fisheries 
was instructed by the Sixty-second Congress to investigate the 
methods and practises of the various ship lines, domestic and 
foreign, engaged in carrying our oversea and foreign com- 
merce, as well as coastwise and inland commerce. The inves- 
tigation was very thorough. It included : 

i. Comprehensive letters of inquiry addressed to 562 do- 
mestic navigation companies, to practically all steamship com- 
panies engaged in this country's foreign trade, and sworn 
statements from all collateral interests. 

2. Exhaustive hearings before the committee, which exam- 
ined representatives of all branches of the industry. 

3. Reports on the subject by American diplomatic and con- 
sular representatives all over the world. 

4. Reports from the Department of Justice giving testimony 
and exhibits in all cases pending against various foreign and 
domestic water carriers for alleged violation of the Sherman 
Anti-Trust Law. 

The results obtained showed : 

1. It is the almost universal practise for steamship lines 
engaged in the American foreign trade to operate, both on the 
in-bound and out-bound voyages, under the terms of written 
agreements, conference arrangements, or gentlemen's under- 
standings, which have for their principal purpose : 

(a) The fixing or regulating of rates. 

(b) The apportionment of traffic by allotting the ports of 
sailing, restricting the number of sailings, or limiting the 
volume of freight which certain lines may carry. 

(c) The pooling of earnings from all or a portion of the 
traffic. 

(d) Meeting the competition of non-conference lines. 

2. Eighty such agreements or understandings, involving 
practically all the regular steamship lines operating on nearly 
every American foreign trade route, were found to exist. 

The evidence brought out by the investigation showed 
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clearly that in recent years the various steamship conferences 
had resorted to the use of what is termed " righting ships " in 
order to kill off competition. To do this it was shown that a 
committee would be appointed for the purpose of selecting 
fighting steamers to destroy the competition of non-conference 
lines. This committee would select suitable steamers from any 
of the conference lines to sail on the same days and between 
the same ports, the regular rates being reduced to a point suffi- 
ciently low to secure the traffic. Any surplus of passengers 
who were booked for the fighting steamer, but who could not 
be carried by the same, would be transferred to other confer- 
ence line steamers at the reduced rate. The expenses and loss 
from the lower rates resulting to any line whose vessels had 
been selected for fighting purposes were distributed over the 
members of the conference. It was thus a case of all the lines 
united in conference opposing every sailing of a single oppo- 
sition line. 

In the freight traffic line it appears that six leading Ger- 
man lines established a " fighting corporation " known as the 
Syndikat-Rhederie, the stock of which was proportionally 
distributed among the six companies. The American consul 
general at Hamburg reported that four comparatively small 
and inexpensive steamers were purchased, and that these, with 
such others as may be chartered from time to time, are hired 
out to the six owners of the company to meet dangerous com- 
petition and to drive it away. These fighting ships handle 
chiefly bulk goods, leaving merchandise which requires prompt 
transportation to the parent company, the stress of competition 
being borne by the fighting ships principally. 

The committee recommended either that these agreements 
and understandings be prohibited in an attempt to restore un- 
restricted competition, or that these combinations be recog- 
nized along lines which would eliminate their disadvantages 
and abuses. It also recommended that all navigation com- 
panies should be brought under the supervision of the inter- 
state commerce commission as regards the regulation of rates 
and the approval of contracts entered into with other water 
carriers and other transportation agencies; that all carriers 
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engaged in the foreign trade of the United States, parties to 
any agreements, understandings, or conference arrangements, 
be required to file for approval with the interstate commerce 
commission a copy of all written agreements which they enter 
into; and that the commission be empowered to cancel any 
such agreements or parts thereof found discriminating or un- 
fair or detrimental to the commercial interests of the United 
States. It recommended that the commission should exercise 
similar powers over such lines as it now exercises over rail- 
roads, and that the use of fighting ships be abolished. While 
admitting many of the advantages of steamship agreements 
and conferences, the committee was not disposed to recognize 
them except under government supervision as outlined above. 

A national shipping board would be better, to supervise the 
American merchant marine, to work out this great problem, 
and advise the Congress of the steps found necessary to develop 
our merchant marine. 

It has been objected that the government should not go into 
the shipping business, because the government cannot success- 
fully handle the shipping business. The government has 
handled the shipping business successfully between New; York 
and Panama for many years. It has handled the Panama 
Railroad Company successfully. It has handled irrigation 
plants successfully. It has handled cement plants successfully. 
It is handling the postoffice business successfully and is doing 
fairly well with the express business under parcels post. It 
would not be a serious objection if the government did not 
make money out of the naval auxiliary merchant marine, be- 
cause the establishment of the auxiliary naval merchant marine 
is necessary for our preparedness, and these boats can be more 
economically used in the merchant marine than to lie idle and 
rotting in the harbor. 

It is said that the government ought not to compete with 
private individuals. The government would not be competing 
with private individuals in occupying a field which private 
individuals have not occupied. Private individuals cannot 
afford to take the risk of opening up a new line of commerce 
on the east and west shores of South America. Private indi- 
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viduals have abandoned the trade territory occupied by the 
Pacific Mail Steamship Company, and have left the imports 
and exports of the Pacific coast without adequate service. 

When the war broke out the leading business men of the 
country appealed to the government of the United States to 
establish a bureau of war-risk insurance to insure American 
vessels and American cargoes against war risks. The govern- 
ment did so successfully and profitably. 

The highest modern function of government is to use the 
combined power of the people to promote their happiness and 
prosperity, to promote their commerce, and give a constant, 
stable field of employment to their productive energies. The 
enormous volume of products which the people of the United 
States can produce will be stimulated to a maximum by fur- 
nishing a foreign market on as fair terms as the citizens of 
any other nation of the world can obtain in times of peace or 
in times of war. If we leave our citizens and our commerce 
dependent upon the merchant marine of Great Britain and 
other nations, we need not be surprised if the merchants of 
those nations take the trade of the world and bottle up our 
products within our own land. I believe, therefore, that the 
best thing Congress could do would be to establish a naval 
auxiliary merchant marine, owned by a corporation, the major- 
ity stock of which is owned by the government; that this cor- 
poration should be in the control of a shipping board; that 
the most modern ships in the world should be built for this 
service, as speedily as possible ; that we should prepare Amer- 
ican seamen to man these boats at fair compensation and 
should educate a naval reserve on them; that we should 
establish with these boats lines of commerce and regular sail- 
ings at fair rates for freight, passenger service, and mail, be- 
tween our ports and those of Mexico, Central and South Amer- 
ica, and the Orient; that we should standardize this work and 
ascertain through this work what would be a fair charge for 
ocean freights. 

I believe that we should put all vessels handling American 
freight under the supervision of the shipping board as far as 
practicable, and establish a fair freight rate, and a fair oppor- 

(59) 



60 THE AMERICAN MERCANTILE MARINE 

tunity for such boats in our ports, through docks, wharves 
and port privileges, and bring our navigation laws up to date. 
Capital invested in the marine service is entitled to very 
generous and just treatment, but the American people are en- 
titled also to just treatment in the rates charged for freight 
and passenger service, and this can be brought about only by 
treating the marine service as a public utility and demanding 
fair treatment for the people of the United States. 
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